REPORT ON NSW/ACT UNIVERSITY FINANCE OFFICERS GROUP - WORKING PARTY ON VALUATION OF LIBRARY COLLECTIONS

At the May meeting of the NSW/ACT University Finance Officers Group the decision was made to appoint a small working party to review and discuss the matter of valuation of library collections within the NSW/ACT higher education sector.

The Working Party consisted of:
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As a pre-requisite for the Working Party’s meeting, a survey was undertaken relating to:

· categories of library holdings being used by universities for asset purposes

· current valuation methodologies being applied

· current depreciation rates

· control system for library assets

A follow-up survey was conducted to obtain more information on the valuation treatment of serials/periodicals within library collections.

A summary of the results of the survey is attached.

The Working Party met on 25 September 2002.  The group focused on the following matters:

· Discussion as to the desirability for a degree of commonality within the higher education sector to the categorisation and valuation of library collections.  This discussion was against the background of AAS38;  relevant NSW Treasury Circulars; and the findings of the survey

· Discussion on recommended library collection categories (asset classes) that should be utilised for library valuation disclosure purposes

· Discussion on the appropriate valuation methodologies that might be applied for each category

· Discussion on the depreciation rates and methodologies that might be applied for each category

· Discussion on what should be the control system for library asset records

The Working Party recognised that whilst a level of consistency in library valuation is highly desirable, it was nevertheless recognised that there may indeed be differences in the various library collection and local university policies that could validly result in different valuation methodologies and indeed depreciation arrangements.  The Working Party agreed that the overriding criteria with respect to valuation should be that the methodologies applied are acceptable within Australian Accounting Standard AAS38 and resulted in appropriate disclosure of valuations within the university’s annual accounts.

Set out below is a simple summary of the Working Party’s conclusions regarding this matter.

Library collection categories for valuation purposes

The Working Party was of the view that the recommended asset categories for library valuations were:

· Rare books

· Monographs

· Serials and periodicals

The Working Party recognised that not all universities would have rare books in their collections.  Where such books were held however, the Working Party considered they could be subject to separate valuation and disclosure.  

The Working Party was also of the view that monographs could also include miscellaneous library holdings such as AV materials.

The Working Party recognised that universities should be free to adopt a more detailed classification of library holdings if they saw this as material to appropriate disclosure and, in particular, recognised that the older established universities were likely to wish to separate research collections. 

Valuation methodologies for each category

Rare Books – the Working Party recommended that rare books, where held and of a material value, should be separately disclosed with valuation based upon internal or external valuation.  Where external valuation applied, the requirements are to revalue  at least every 5 years.

Monographs – the Working Party noted that the most commonly adopted valuation methodology for monographs was ‘unit cost’ and that this methodology complied with the ‘fair value’ definitions as outlined in the draft guidelines for the valuation of physical known current assets issued by NSW Treasury in July 2001.  The Working Party therefore recommends that ‘unit cost’ be the preferred basis of valuation applied for monographs.

Serials and Periodicals – prior to commenting on valuation methodology for serials and periodicals, the Working Party felt it necessary to obtain more information on sector practices.  In particular, the Working Party felt it needed to establish the extent of expense –v- capitalisation treatment of serials.   It was recognised that there was a growing tendency to purchase subscriptions to serials accessible on the web rather than actually hold physical hard copy serials.  Subscription payments were appropriately expensed.

The follow-up survey identified that there appears to be a wide variation as between the proportion of subscription (web based) serials versus hard copy purchases.  Replies indicated that some universities had up to 2/3rds of their serial collections as web based subscriptions whereas others reported the proportion as low as 15%.  All expensed the web based subscription payments.

All respondents indicated they capitalised their hard copy serial acquisitions at cost.

Depreciation treatment adopted also varied.  Responding universities clearly have adopted quite different approaches to classification of periodicals.  One respondent indicated all serials are seen as part of the University’s research collection and are accordingly not subject to depreciation.  Other respondents were applying depreciation rates varying between a low of 5% and a high of 20% to periodical asset values.

The survey would indicate that there is currently little commonality of treatment within the NSW sector with respect to depreciation expense of serial/periodical holdings within library collections.

Research Collections

The Working Party noted that universities disclosing research collections were commonly basing their valuations on the ‘unit cost’ methodology which represented fair value.

Depreciation Rates and Methodologies

Rare books – the Working Party recommended that rare book collections should not be subject to depreciation.  Indeed, it was likely that valuations would show ‘appreciation’ rather than depreciation.

Monographs – the Working Party noted that the common sector depreciation rate was 20% straight-line, but that in some cases a depreciation rate of 10% straight-line was being applied.

The Working Party considered that each university had to take into account its own knowledge of the average lifespan of its collection in determining the appropriate depreciation rate.  It was commonly agreed that the minimum depreciation rate should be 10% and the maximum 20%, straight-line.

Serials and Periodicals – consideration of depreciation was not discussed by the Working Party pending the availability of the additional survey material.  The additional survey responses indicated that practice varied quite widely – from zero depreciation (based on periodicals being part of research collection) up to 20% straight-line.  It is suggested that the classification of periodical collections and the appropriate assumption regarding useful life of this part of library holdings should be the subject of further ‘expert’ review by sector librarians in order to determine the most appropriate treatment of this part of universities’ library collections.

Library Asset Holdings Register

The Working Party noted that whilst universities maintained asset register details for library holdings, these were normally at a bulk holding level and reflected annual increases (purchases) less annual depreciation.  It was agreed that the detailed library asset control system was most appropriately the library catalogue system utilised within university libraries.

The Working Party submits the results of its review for discussion at the October meeting of the NSW/ACT University Finance Officers Group.
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